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o WASHINGTON ‘D C —On May 17 of

-this - year, “Secretary -of : Defense‘Caspar.
“Weinberger- was asked on’:*Meet’ ‘the.
“Press” for the Reagan administration’s ra--

.tionale- for selling -the™ ~highly- ‘advanced
*AWACS radar- planesto .Saudi Arabxa,

“over the passionate’ obJectlons of the Ts--

“raelis and their supportem m t.he Umted
‘States. -

,.-"'

W emberger, hunself deeply oornmxtted’

to ‘the sale, replied: “[The AWACS’s] prin-
cipal use, and the principal reason the
_administration is supporting the -sale to
.the Saudis, is that it would enable them to
oversee and look much further into the
invasion routes of Iran and Iraq and Af-
ghanistan, where a possible Soviet thrust
to the oilfields may come. With the Soviets
going to be an energy mpomng nation in
a few years, I think that i is an &ssentlal
capablhty to have.”-...... ! L
- But even as Wemberger once agmn in-.
voked the specter of an oil-starved Soviet
Union plunging towards the: Gulf, he 'was
well aware.that not only had his own De-
fense Intelligenqe -Agency_long- disputed
this scenario, but:that.the Central ‘In-
telligence ‘Agency-was in’ the “process of
.confessing to one of the most egregious
‘failures of intelligence analysis of recent
tinies, in-its own estunate of Sovnet energ'y
needs in this decade. ="
_“.Earlier: that week CIA analyst 'Jama
Noren-had - -disclosed . in: a -‘seminar at
‘Harvard that the CIA had prepared a new
report concedmg that the Soviet Union
would have no need to import oil by the
mid-1980s. Two days -after Weinberger’s
appearance on Meet the Press, Bernard
Gwertzman reported Noren’s remarks and
the existence of the new CIA. estimates in
The New York Times for May 19. .
Thus disappeared one. of the major
rhetorical planks of the Reagan-Haig for-
eign policy. For both the present adminis-
tration and indeed its predecessor had i pro-
posed an impending Soviet energy crisis as

T el

. campaign, even though it-seems that by

- that the predictions on which this view was

' Agency predxcted that ‘Soviet onl-output

.sell oil abroad, notably to its Eastern Eu-

 mittee's general counse‘l 'On’“the” basis’"of

the prime reason for the development of
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the Rapid Deployment Force and 2 U.S.

military buildup in the Gulif region and the
Indian Ocean. Thls view went almost un-
d'sputzd throughout the ‘1980 election

the fall of last year the CIA was well aware

based were ludicrously wrong.

Birth of 2 Blunder

The CIA’s blunders began to circulate
in 1977. In that year the Agency’s Office of
Economic Research issued a series of .re-
ports that amounted to major mod-
ifications of intelligence estimates of Sovi-
et-reconomic,-trends. In epo;t called
“Prospe"cts’ for §ov1et Oil P odu(.hon,___ he
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would start to fall by the late 1970s or early
1980s- and that this drop could slow the
growth of total energy production. “More
pessimistically,” the CIA said, “the USSR
will: itself bécome an oil importer.” The
report added that during the 1980s the
Soviet Union might find itself unable to

ropean clients, and would therefore have
-to compete for OPEC oil for its own use.

In a ‘broader assessment the Agency
<concluded that the rate of growth of Soviet
GNP was likely to decline by the early and
mid-1980s o between 3 and 3.5 per cent
per annum and could even sink as low as:2
_per cent. This-view was partly based on
predictions of worsemng problems in the
energy sector.

Not everyone agreed with thls dire estl-
“mate, which was instantly seized upon by
the arms lobby as further justification for
a major U.S. defense buildup, battling a
presumed Soviet grab for new sources of
oil. The Defense Intelhgence 'Agency flatly
dissented. And a major rebuttal came from
the Joint Economic Commm.ee in Con-
gress, in March 1978.

. This rebuttal took the form of a staff
s;qdy by Richard F. . Kaufman; the tom-

" the energy sector. The Soviets had built

*.important to Moscow to be lost by default:

: USSR’s status as a net oil importer. Pos-
--sible new actions include major increased
. investment in the energy sector, substitu-
' tion of .natural. gas and other .energy

'The Blunder Reversed

“dent in the Washington consensus. The

" and early 1980 as but the prelude to more
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~mqu'ma in:Europe, Kaufman argued: .

- @ Not only was'the Soviet Union the
world's largest producer of crude oil at the
present time, but it had also the largest
proven reserves of coal and natural gas. Its
oil reserves were probably second only to

-those of Saudi ,A.rabla. and it continued to
‘make impressive gains xn the development
of its energy resources.

i’ @ In. addition .to supplymg its own
niéeds and those of Eastern Europe, Soviet
'energy exports to.the:West were on the
increase, with oil cxports worth $5 bxlhon

n ’-oxl and gas plpelme
construction in the Soviet Union suggested
that the country was giving high priority to

5000 xmles of pxpehne in 1976 and 10 000

s ’T‘lxe hard currencyAearned from oil
salesto the ‘West and the influence gained
from sales to Eastern Europe were too

““Soviet leaders will probably take the poli-
¢y initiatives necessary to preserve the

-sources for oil, and conservation.””

" Kaufman’s assessment made little or no

Soviet move into Afghanistan was seen, in
the worsening cold war climate of late 1979

far-reaching incursions, &ll climaxing in an
assault on the Middle Eastem oil jugular
to the West.

: In mid-1980 Senator lelmm Proxrmre
beld closed hearings in which he asked the
DIA and the CIA for their.latest views on
Soviet oil production. A sanitized version
‘of these hearings has now been released.

* Frank Doe of the DIA put his agency’s
unchanged position straightforwardly: the
Soviet Union had -enough reserves.and

pipeline cegwty}% teplace the declining
older fields. -~
_N.’Z_’ZNT.UED,
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Some sectlons of the released.and-a;x\;l-

txzed testimony seem to show the CIA stxll
stubbornly-sticking to its guns—that the;
Soviet Union would be huntmg’:far ~oil.
_beyond its. borders within five yea'rs..But
experts could detect 'some uneasé ‘among"
the Agency s analyst.s. 1980 and 198L‘were
crucial years in terms of the CIA’s predic- |
tions. The energy production of the:Soviet
Union would have to- start falling.;But’
there seemed to be little sign of. such a
drop..At the end of last year, Soviet pro- |
duction statistics showed the opposite,and | |
the: figures for the first quarter pf,1981
-showed -oil : production at a dxsmaymgly
prohf ic-12.1 million barrels a day. @ &>
... In effect, the game-—so0 far as the’ CI.A
was ‘concerned—was up. A new, revxsed
.report.-was..prepared,.. and CIA analyst.
‘Noren- disclosed -its conclusions atiHarvs
-vard, just'barely ahead of a fierce attack on:
‘the CIA’s momenwus blunder by Se to;
' Proxmire, - e 3

Why the CIA Erred

““There have been- sumlarly far-reachmg
“errors of mtel.hgenoe analysis by the CIA i
-the past, and many of the surges m'_U.S“
_defense .spending- over the last 20 yearsf
_have been ;justified..on the basis of. such
faulty conclusions by the Agency. But:ex-3
“actly. how," in ‘this” miscalculation ot'*’t.be}
*energy resourca of “the second - laxgestﬁ

..economy u; the world, dld the Agencyrgog

“‘"‘mg’ : e
A hxghly knowledgeable analyst m‘tlns,&
area suggests ‘the following. ]

Inthe wake of the oil shocks in 1§'f3  andd

1974;-the :CIA’s. Office- of Economic:Re
-search decided to- upgrade its analysxs.{.
‘oil production and- requirements, breaking';
the world down into four sectors: OPEC,:]
the- advanced ‘OECD" industrial natlons,
the Communist bloc, and the ‘under-;
developed nations. - &
‘Now there is nothing partlcularly mys-':_?
terious about the acquisition and analysis !
of data on a given country’s energy produc-
tion or requu'ements. First, there is.the:
question :of reserves; second, the nature
and scale of production technology bemg
employed; third, the rate of production.
Factored in are allied data about the over-’
all economy, refining capacity, trends in_
consumption, . and _presumably such in-;
telligence inputs as satellite data on fuel:
transportation patterns and so forth. . .-
(If there is no mystery, it should be’
added that there is certainly much doubt -
“-about-the results of such analysis, 8s may"|
‘be appreciated by the fact that the natural:]
gas industry in the United States was able
to proclaim~—amid fierce congressxonal m-

;ayrrun.abo.let.s& \and; early, 19705

4| graph. But you | ¢an't do this.

-

" that the U.S. faced a crisis in the available ‘i
reserves and supply. of that fuel. A short ;
while later, with the deregulation of the :
_price of natural gas achieved under Presi. |
dent Carter, the industry conceded that:
thé opposite was in fact the case: there was |
.4 sUrplus, not & shortage of natural gas.): 5
.#+The CIA, it aeems, based its predxctxons'_
wof. Soviet’ energy requirements on its
knowledge of OPEC feserves and produc- -
tion tates:. It established a model of the
path oil fields follow=—with gradually in--
- creasing and then sharply declining yields
—and transferred this model to the Soviet
Umon and othcr Commumst bloc coun-'|
tnes = Slew '
But the CIA made two dlsastrously er{
roneous assessments of Sowet ptoduction
rates and reserves. Iii71977 the Agency
“suggested that. the Soth Unlon ,was ace’
celerating oil productmn in certain ficlds
by the technique of pumping in water to ;
improve outflow of oil. By 1979 Soviet |
. prodittEid” patltrre Ktire imdd trackirfps

had ‘to abort its water-pumping theory. It
AR NS TS
»followed thls error by <:omputmg" Sovie
‘reserves at. exactly half the COmmOnly aé
cepted: estimate:, Garbage ‘In; gar
The CIA’s'model nay- have. bee
the resérve data -Wwére toﬁally Wi :
:*; Pondering:thé CIA’s“mistake ‘an the
DlA’s success.__thls knowledgeable gource’
: vh

=Ry o

S 2
‘and Sutpat stat,
The" CIA hina'to be skep
thmg the Sowet Union’ clmms.' The C
got camed away with skeptlcnsm,_ '
-+*And oncé thé CIA decides sométhing;:
it finds it hard to-back down:‘If we make’
mistakes,’ the Agency reason 5 é_'ople,willn
stop behevmg us. So don’t change the estl- i
mates.’ Once the CIA makes an error, it is I
not very good at gomg back on-it: The CIA:
has got the:idea yoh caf’ present an estxs
mate with the same ahthonty ds'a ?hotw

. Intelhgence Wars -

This latést blunder will reinfcrce the
sizeable number of critics in Washington.

| culminated’ in ‘its. shelvmg by Presxdent

4versmn, ‘was an- 1_nsultmgly dircct assault”!

‘Wil 1RE predicted decline, and tRE Agency |*

‘{l- 3 agamst any onslaught by Reagan .men

3 l’I’he'Reagm'uat:lm nis atlon is ahowmgl -
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experts asqembled .under Professor Rlch-
-ard Pnpes (now in’the ‘National Secunty
Council) inthe famous “Team B'.were,
uniformlyiultra:hawkish- and merely.
fuelled : the: onslaught on SALT 11 which

Cartet:i in lnte 1979. - L U
5iThis i int thtmg is"noiv-once agam in
full swing:' ‘Some membérs of thé Reagan’
transition. tenm mapectmg the CIA at the"
start; of -this : yeat," most notably former.
t:ongressnonal mtellxgence committee staf-,
fer Angelo Cordovilla, wete hatshly critical:
of* CIA -iinalysis ;/and . tecommended -a .
brusQue sprmg»cleamng. Thm challenge
was fought off sty dip el
%;But the setm-aeéreﬁ struggle has contm-‘_'
ued. Leaks, aitributed t6 “CIA insiders,”
suggest that néw CIA chicf William Cnsey
is trying to ' ‘politicize” the Agency in the -
mterests of the Rengan administration..A
recént CIA- teport, discounting Soviet
backmg for iworldwide terrorist subiri -

“on. the Reagan-Haxg clanm to the conttary‘

\»and was;touted by the “msxders” asjust;

the sort of work a CIA immune to pohtncal l
dictate. .could produce “In sum; the CIA% !
regulars ‘were.” courtmg ‘publie opxmon,}';

trdncmg u'omes ‘?-

tle bagerness to pounce i upon thé CIA régu-'

:| I+ lafs: oF ™ lhx.a mlstake, .for :4n’.oil- hungryu
! ’Sovxet Unio

Scriicial "to° Reagan-Haig:

: ’etoncJI'he Istaeli’ lobby:: )
_.opposmg the eale of the ‘AWACS to Saudi @
*Arabia will be* sxmnlarly loath to argue that 3
‘the revised ‘estimates of Soviet' oil output.‘
. disprove. Wexnberger 3. main argument for ‘fi
,lhe AWACSH sale; for- the lobby takes as an3
i axiom. the need for & cOntmumg total sup"»'

“port76f Tsrasl Ea the: U.S's.main bastion .

agamat Sovxel: expana:omsm m the Mlddle |
Easgt." " : i

= In short, if there hnd not been a Sovxet .

mersyacrwa.ut would: have. necessary to- .
lnvent it. 'l‘here is—tag the CIA admxts—-no

" BREA dISErACKTal for " ARy yetes: - Stich’
cntlcnm is: of course hlghly polmcxzed ln

‘1976 then CIA dlrector George Bush ac-
“éepted thie not-tnreasondble contention
bxtterly fought by the Agency's in-house.
analysts—that the CIA’s estimates should.
-be” reviewed ‘by outside experts. But theé-

who afguthatithe:GIA analytie rocbrd hes | | mals:
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